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As President Fernando Henrique Cardoso steers his proposed constitutional reforms on
privatization through Congress, he is also lobbying political leaders to ensure the success of his
planned tax reform and overhaul of the social security system. Cardoso's proposed constitutional
amendments, which he says are necessary to ensure the continued success of his economic program,
are moving quickly through Congress, despite the cumbersome requirements. Each amendment
requires two affirmative votes by a three-fifths margin in the Chamber of Deputies to approve
the amendment, which then goes to the Senate, where it must also be approved twice by a threefifths margin before it can become law. Just as the legislation was gaining momentum, the July
congressional recess interrupted the process. Now, the administration is once again pushing to
complete the process.
On Aug. 8, three amendments received final approval by the Senate: one ends privileges formerly
reserved for Brazilian companies, opening all sectors of the economy to foreign investment;
another ends the state monopoly on the distribution of natural gas by pipeline; and the third allows
foreign investment in coastal and river shipping. The measures will become law as soon as they
are signed by the president. Still pending final Senate approval are two amendments opening
the telecommunications and oil industries to private and foreign investors. Approval will end the
monopolies of Embratel (Empresa Brasileira de Telecomunicacoes), Telebras (Telecomunicacoes
Brasileiras), and Petrobras (Petroleo Brasileiro).
Communications Minister Sergio Motta said ending the monopolies is necessary because
modernizing them would require money the state does not have. He said the communications
industry, for example, will need investments of more then US$35 billion in the next four years,
which the state cannot afford. Motta said he expects to open competition for cellular telephone
service and satellite access for electronic communications before the end of the year. The
amendment regarding the oil industry, which is expected to win final approval soon, would open
exploration, exploitation, refining, and transportation to private investment, according to Procopio
Lima Netto of the Partido da Frente Liberal (PFL). The opening of the oil industry was perhaps
Cardoso's toughest battle, given the intense emotions surrounding the issue. Cardoso's own father,
the late Leonidas Cardoso, led the fight to nationalize the oil industry, which resulted in the creation
in 1953 of the state monopoly Petrobras.
While first calling opponents of the legislation "reactionaries," Cardoso later became more
conciliatory toward the strong nationalist sentiments of some opponents. He appealed to them to
see the change as "turning a page," rather than rejecting the past, and as a necessary and positive
change to respond to different times. On the day the oil monopoly reform came up for a vote in
the lower house, 300 persons gathered to protest, including former presidential candidates Inacio
Lula da Silva, of the Partido dos Trabalhadores (PT), and Leonel Brizola, of the Partido Democratico
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Trabalhista (PDT). "In my opinion Cardoso is no longer president," said Brizola, adding that he
considered civil disobedience to protest the end of the oil monopoly a viable option. Lula said
Cardoso's actions were a betrayal of his political principles. "What are we afraid of?" asked the
president in response. "Are we afraid of our ability to compete? We are defending the national
interest within the challenge that we have today."
Meanwhile, Cardoso has scheduled meetings with leaders of pro-government and opposition
parties, including the PDT, the PT, the PC do B (Partido Comunista do Brasil), and the PPS (Partido
Popular Socialista), to convince them to support his proposed administrative and tax reforms.
Although the privatization measures had comparatively easy sledding in Congress, the tax reform
and social security measures are expected to have a more difficult time. Nevertheless, PT deputy
Jacques Wagner indicated his party was willing to dialogue regarding Cardoso's proposed tax
reforms.
After getting off to a slow start, and hampered by strikes and protests against the privatizations,
Cardoso has chalked up several successes in recent weeks. The successes have had their downside,
however. Cardoso has responded to Brazil's political left who portray him as a hard-line neoliberal
with little concern for the social needs of the population, saying their criticism is unjust. According
to political analysts, he would like to regain his social democrat image and he has reportedly told his
aides that he wants no more publicity comparing him to Britain's former prime minister Margaret
Thatcher, a comparison made frequently by those close to Cardoso as he maintained a tough stance
with the striking oil workers (see NotiSur, 06/09/95). "I am still a social democrat," said Cardoso in a
recent interview. "I believe that everything is being done to improve the life of the people."
On the first anniversary of Cardoso's economic Plan Real, a poll conducted by Vox Populi, published
by the daily Jornal do Brasil in Rio de Janeiro, showed that the president still enjoys a 69% approval
rating. Of those questioned, 41% expect his term in office to be positive, 7% expect it to be excellent,
and 21% expect it to be negative. Another poll by Datafolha, published in the daily Folha de Sao
Paulo, which questioned 14,562 throughout the country, showed that 40% of the respondents rated
Cardoso's handling of the presidency excellent or good; another 40% called it fair; and 17% rated it
bad or very bad, with 3% having no opinion. The president's economic plan, the Plan Real, received
the approval of 69% of those answering the Datafolha poll, down from 72% in July 1994 when it was
inaugurated and 79% in December. The Plan was rated negatively by 18%, with 12% expressing
indifference and 1% saying they knew nothing about the Plan. (Sources: Associated Press, 06/08/95,
08/02/95; Agence France-Presse, 06/07/95, 06/08/95, 06/07/95, 06/11/95, 06/22/95, 07/02/95, 07/31/95,
08/07/95; Reuter, 06/10/95, 08/08/95)

-- End --

©2011 The University of New Mexico,
Latin American & Iberian Institute
All rights reserved.

Page 2 of 2

